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PERU: KEY ECONOMIC INDICATORS 


(Money values in millions of dollars except where noted) 


1/ Percent Change 
1980 1981 1982 = 81/80 82/81 


Production 


GDP at constant 1970 Prices 

GDP at current prices 

Per capita GDP at constant 1970 
prices 

Per capita GDP at current prices 

Industrial Production index 
(1973 = 100) (2) 


MONEY AND PRICES 


Exchange Rate (3) (Official Buying 

Rate) 340.84 505 
Money Supply (mi at year's end) 

(soles billion; nominal) 519 759 
Commercial Bank Interest Rate 

(year-end) 34.5 49.5 
Central Bank Discount Rate 31:5 44. 

(on commercial loans at year's end) 
Consumer Price Index (1979=100) .3 339. 


BALANCE OF PAYMENTS 


Net international reserve 

position (at year's end) 1,276 772 841 
Total external debt (year's end) 9,424 9,744 10,966 
Public external debt service 1,297 1. 762 1,068 — 
Net Basic balance 522 - 740 —- 448 
Balance of Trade 836 - 548. - 680 


Total Exports FOB 3j8me. 22355 ° 3,6 
US Share (2%) 35.9 31.8 N/A 
Total Imports FOB 3,062 3,803 3,896 
US Share (%) 37.9 39.0 N/A 
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(1) Preliminary figures. 
(2) Until June 30 

(3) October 19 

(4) September 22 

(5) September 

(6) July 

(7) Until September 





SUMMARY 


Peru returnec to democratic rule in 1980 after twelve 
years of military dictatorship--just as world markets 
for its traditional exports began to shrink. The inno- 
vative and liberal economic policy of the Belaunde ad- 
ministration has been tempered by the political demands 
exerted on the populist president, even as the resources 
available for welfare-oriented programs contract. The 
government, attempting to extract itself from the remnants 
of its statist past, has difficult prospects over the 
short term. The "year of crisis" label for 1982 will 
continue to be appropriate for 1983, as markets for 
Peruvian exports remain depressed and the international 
credit market questions Latin America in the wake of the 
Mexico crisis. The extended world recession remains the 
key to Peru's prospects, despite internal efforts to 
sustain liberal programs and modest growth. 


ECONOMIC POLICY 


Peru continues dismantling the initiative-stifling 
structures created during 12 years of statist military 
rule. However, rebuilding a market economy during world 
recession is doubly difficult. Demand and prices for 
its traditional mineral and agricultural exports have 
fallen. Decreases in export receipts have contributed 
to massive current account deficits and losses of foreign 
reserves. Large public sector deficits are inevitable 
as tax receipts from the export sector decline and the 
government continues to subsidize inefficient parastatal 
enterprises and food prices. 


Although the current economic team has argued a monetarist 
line and shown some successes, their best efforts have 
been stifled by both international factors and political 
limitations faced by a populist government elected on a 
slogan to "build Peru." The banking sector has been 

made more competitive, but a liquidity crunch dictated 

by the anti-inflationary monetary policy has stifled 

new investment. The government continues to cut back on 
food subsidies, but it will still spend in 1982 the 
equivalent of $200 million on the subsidies most resistent 
to cuts: rice and wheat. It remains committed to opening 
the country further to international trade, but has found 
it very difficult politically to dismantle remaining 

trade barriers and subsidies too rapidly in the face of 
protectionist demands by domestic industry. Major public 
work projects--with high price tags and low rates of 





return--have been especially resistant to the post- 
ponements logically dictated by the limited resource 
base. 


The government entered an arrangement with the Inter- 
national Monetary Fund in June, which is expected to 
continue for three years. Under this arrangement, the 
government will receive loans totalling nearly $1 billion 
if it complies with four limitations--specific types 

of foreign borrowing, losses of foreign reserves, 
domestic credit, and domestic borrowing by the public 
sector. Compliance by the GOP through the third quarter 
of 1982 has been difficult but nevertheless has been 
achieved. Year-end compliance may be especially hard, 
given the absence of recovery in international factor 
prices which had been assumed in the progran. 


ECONOMIC PERFORMANCE 


The Embassy estimates that the GDP for Peru will grow 
no more than 2 percent in 1982, a rate well below 1979- 
1981, though above the negative growth in 1977 and 1978. 
The rate of population growth in 1982 is expected to 

be 2.5-2.7 percent, leaving a negative growth in GDP 
per capita for the year. 


The principal losses in production will occur in mining, 
continuing the declines experienced in 1981. The fishing 
sector--also affected tremendously by falls in foreign 
demand--will likewise decline further in 1982. Manufac- 
turing output will decrease somewhat, as both domestic 
and international demand fall. with the current recession. 
Even construction is finding that the recent increase in 
government contracts--which produced good growth last 
year--is to be trimmed. Growth in agriculture--still 
recovering to the production levels it had in the early 
1970's--will be the foundation upon which national growth 
will be based. 


AGRICULTURE 


Regional droughts, mostly in the northern areas, and 
continued economic problems prevented greater growth of 
the agricultural sector in 1982. Recent Ministry of 
Agriculture estimates place 1982 total agricultural 
output (by volume) at 3 percent above 1981, which in 

turn was 12.7 percent higher than 1980--mainly due to the 





end of a 3-year drought but also to improved credit and 
other policies. More irrigation water in 1981 and 

an increase in planted area, may raise sugar output 

to 728,000 MT in 1982, up 48 percent from 1981. With 
sufficient water, production of sugar could increase 

to 750,000 MT in 1983, permitting Peru to self-supply 
and meet its quota in the U.S. market. 


In the grains/feed sector, Peru imported 57,000 MT 

of rice from the United States under the PL 480 
program in 1982. Production of rice is estimated at 
450,000 MT in 1982, the same as in 1981. Current fore- 
cast indicates Peru will need at least 50,000 MT of 
rice during the first quarter of 1983 before the new 
crop comes to market. 


As of October 28, 1982, Peru had imported 887,000 MT 
of wheat, 428,000 MT of yellow corn and 47,000 MT of 
crude soy oil during this calendar year. All wheat 
and corn and 33,750 MT of soy oil were from the United 
States. Total imports of these items are expected to 
reach one million MT of wheat, 450,900 MT of corn and 
60,000 MT of crude vegetable oil in 1982. 


The following basic products are still subject to price 
control: rice, sugar, oilseeds, cottonseed cake, 
vegetable oil, corn, grain sorghum, wheat, wheat flour 
for making bread and pasta, wheat by-products, butter 
oil, fresh miik sold to processing plants, reconstituted 
milk, evaporated milk, non-fat dry milk (imported), and 
whole powdered milk. 


The marketing of fertilizers will be completely deregulated 
as of January 1983. The government, in order to protect 
the local fertilizer industry, increased the current low 
fertilizer import duty to 15 percent of the CIF ad valorem 
through December 1982 and to 10 percent thereafter. 


Due to favorable fish catch, the output of fishmeal 

and crude fish oil during 1982 are expected to reach 
540,000 MT and 190,000 MT, respectively. In 1981 480,000 
tons of fishmeal and 82,000 tons of fish oil were 
produced. Yields of fish oil also were a very high 
compared to 1981. In 1982, Peru will be able to export 
600,000 MT of fishmeal and 70,000 to 80,000 MT of fish 
oil. Exports of fishmeal totaled 285,000 tons in 1981; 
there were no exports of fish oil reported during last 
year. 





MANUFACTURING 


Manufacturing output comprised one-quarter of total GDP 
for 1981. The sector employed about 13 percent of the 
working population. This share of GDP should drop in 
1982, as growth in manufacturing falls at least to zero. 
Energy consumption-~a good indirect indicator of manufac- 
turing activity--deciiied 1.3 percent in the first seven 
months of 1982, with major cuts noted in the electricity 
utilized by the chemical industry (down 6.9 percent) 

and by the food processing industry (down 4.8 percent). 
The sector's lack of growth this year is attributable in 
part to declines in internal demand (the primary force 
behind GDP growth in 1981) and the high credit cost. 
The export of manufactured goods also is expected to 
decline in 1982, despite a slight increase in the first 
half of the year. 


MINING 


Mining output in 1982 continued the general decline since 
1970-1980. Copper production had already declined at 
mid-year by 9.6 percent from June 1980; year-end 
projections--in the absence of a major improvement in 
world demand--are for further contraction. Production 
in iron ore is projected to be down 8-9 percent over 

the year. Other minerals with smaller shares of total 
production volume--lead, silver and especially zinc-- 
have saved the sector from catastrophe: lead production 
is up (as of June 1982) 5 percent over June 1981 figures; 
Silver is up 6 percent over the same period; and zinc 

is up nearly 15 percent over mid-1981 production levels. 


International prices remain low for Peru's minerals in 
general, cutting the value of mining exports for the 
first six months of 1982 by almost 20 percent over 

the same period in 1981. Disaggregating this total 
decrease, copper exports by value dropped 24 percent; 
refined silver dropped 47 percent and lead fell 21 
percent; iron ore exports increased by 22 percent and 
those of zinc by nearly 30 percent. 


This period has been very difficult for all in the mining 
sector--especially the smalk and medium-sized operations. 
An official “state of emergency" was declared in this 
sub-sector, freezing all collective bargaining for the 





year; job dismissals were already restricted under 

the "labor stability" provision in the Constitution. 
This situation, combined with the low prices, meant 

that most mining operations are cash-starved. The 
rescue operation (FOCOMI--created early this year 
within Banco Minero with $40 million) was authorized 

an additional capitalization of $120 million, but 

the Government has held back from seeking international 
financing at this time. It is hoped that sufficient 
funds may be made available by the end of the year. 


The public companies in the minerals sector have had 
generally poor fortunes this year. The losses of 
Centromin and Minero Peru combined are estimated to 
be $200 million for the year--a terrific drain on 
overall public sector resources. Hierro Peru, bene- 
fittina from improved management and good export 
prospects, will weather the drop in domestic demand 
for iron ore from its failing sister SIDERPERU; it 
hopes to break even for i982. 


MINERALS EXPORTS, BY VALUE 


(in current US$ Millions) 
19380 1982 (fst.) 
Copper 752 467 
Lead 168 
Zinc 265 
Iron 119 
Refined Silver i393 


Petroleum and Derivatives 716 


Total Exports 





PETROLEUM 


Peruvian crude production is now estimated to be 
205,300 bpd., an increase of 6 percent over the 1981 
average of 193,000 bpd. The increase to date results 
mainly from additional production from Belco's offshore 
operations and Petroperu's jungle fields. These jungle 
fields were linked at mid-year by the completion of 

a spur to the company's pipeline network, adding 33,000 
bpd. overall to Petroperu's production. Occidental's 
production has dropped to about 100,000 bpd., due to 
natural decline in the wells. Superior's first drilling 
effort was unsucessful after reaching 17,000 feet and 

a cost of about $32 million; the company now plans a 
second well about 60 kms. from the original site. 
Hamilton/Petroinca and Royal Dutch Shell continue with 
their seismic work. 


Exports of crude and by-products are expected to increase 
12 percent by volume, from 19.9 million barrels in 1981 
to 22.2 million barrels in 1982. In value, however, 

the increase will only be 5 percent, from $684 million 

in 1981 to $716 million in 1982. Petroleum and 
derivatives will continue to contribute over 22 percent 
to the total value of exports. 


EMPLOYMENT AND WAGES 


In the face of the recessionary environment which has 
plagued the Belaunde administration ever since it took 
office, real wages will remain depressed, reflecting 

only modest improvement since their plunge during the 
second phase of the military government (1975-1979). 
During the Belaunde administration, remunerations have 
increased slightly in real terms. These increases, 
however, have not been shared equally among classes 

of workers. Salaries of non-union white-collar employees, 
incomes of "independent" workers and wages of unionized blue- 
collar workers increased more than enough to offset 

losses by minimum wage earners, non-union blue-collar 
workers and unionized white-collar employees (except 

bank employees). 


Public employees' earnings, which had increased during 
the early military years, later declined drastically 

but turned around substantially around the transition 
and declined gradually in the past two years. Government 
statistics show that about half the working population 
earns wages at or below the officially-set minimum 

wage (which currently in Lima is around $70/month). 





Strike activity has increased over the last three 

years, a natural result of the increased freedoms 
associated with democracy. Almost twenty million man- 
hours were lost due to strikes in 1981. Strikes 
through June 1982 accounted for another 11.4 million 
man-hours lost--lamentably affecting export earnings 
through production slowdowns in both the oil and minerals 
industries. 


INFLATION 


The government priority is clearly to maintain growth, 
even at the cost of continued high inflation. The 
December 1980-December 1981 rate of price increases 

in Lima was 72.7; we project the rate through December 
1982 will be very close to the same. Including 1982, 
this will be five consecutive years of inflation rates 
of over 60 percent. The government deficit--which has 
been financed increasingly through foreign borrowing-- 
has been the primary motor pushing prices. These 
inflation rates, however, are only for metropolitan 
Lima, which has a significantly higher import component 
than in the agricultural zones--where surveys have 
shown inflation to be significantly lower. 


MONETARY POLICY 


The current tight monetary policy practiced by the 
Central Reserve Bank (BCR) is designed to restrain 
inflation while at the same time limiting demand and 
maintaining international reserve levels. It is 

now expected that the only domestic credit extended 
to the government during 1982 will be in the form of 
bond sales. The limited monetary expansion permitted 
was channeled exclusively to the private sector. 


Total liquidity in the Peruvian financial system grew 
by 2.5 percent in all of 1981; it has contracted by 

4 percent in the first nine months of 1982. Since 

net foreign reserves for 1982 have increased by almost 
70 percent (through September 22), this contraction in 
liguidity is due primarily to cuts in the emission of 
new money by the Central Reserve Bank. Total credit in 
the overall financial system to both the private and 
public sectors has remained constant in real terms over 
the last nine months; still, credit extended by the 
system to the public sector alone--overhelmingly, to 





the Central Government--has shrunk by 20 percent. 

These general decreases in the money supply were some- 
what offset by a 14 percent increase in the multiplier, 
largely because of elimination of marginal reserve 
requirements by the Central Bank. 


FISCAL POLICY 


Peruvian Government spending suffers the widespread 
syndrome: it cannot contract as revenues (derived 
from currently falling domestic commercial activity 
and international trade) decline. Expenditure control 
is not as easily effected in a democracy as ina 
military dictatorship. The Belaunde Government's 
populist foundations also force it to seek additional 
public investment expenditures and slow cuts in 
subsidies in foodstuffs, even as its resource base is 
cut by recession. Meaningful controls over public 
expenditure are only now being put into place--perhaps 
two years late. 


A profile of 1982 GOP expenditures shows that 47 percent 
is devoted to current goods and services, 19 percent: 

to investment and 34 percent to debt service. Of 
current costs, nearly 40 percent is spent on defense 

or domestic public security; another third is spend 

on salaries (which have decreased in real terms over 

the last 12 months); and the remainder is devoted to 
pensions/social transfers, goods and services, etc. 


The public sector deficit in 1981--8.2 percent of GDP-- 
was financed primarily by domestic sources. The public 
sector deficit for 1982--now expected to reach 6.2 
percent--will be financed overwhelmingly by foreign 
borrowing. The question for 1983 is how much additional 
foreign borrowing will be available to finance government 
deficits in Latin America--and Peru--after the Mexican 
crisis. 


EXCHANGE RATES 


Peru has followed a consistent policy of minidevaluations 
since the major devaluation of 1977. The current 
government is reluctant to predict publicly the rate of 
its minidevaluations to avoid feeding speculation, but 

in general the rate has depended on the difference between 
the domestic and international inflation rate (i.e., reflecting 





relative strengths of the currencies of Peru's seven 
primary trading partners). Since April, the rate has 
led this differential--in order to make up for a 
perceived 18 percent overvaluation. For 1982, an 85 
percent devaluation of the sol against the US dollar 
appears likely, with the year ending with an exchange 
rate of around 940 soles per US dollar. 


BALANCE OF PAYMENTS 


Peru's balance of payments position has deteriorated 
continously since the surpluses of 1979 and 1980. In 
four of its principal exports--copper, cotton, lead and 
fishmeal--lower world prices, even when partially 
compensated for by increases in volume of sales, cut 
earnings. Total export earnings for 1982 ought to be 
slightly less than those of 1981, but down about 17 
percent since 1980; the import bill will be about one 
percent higher than that of 1981. The current account 
deficit for 1982 will be about $1.7 billion. Substantial 
inflows of long-term capital--especially to the public 
sector--as well as of short-term capital will limit 
foreign reserve losses to less than $100 million. Current 
reserve holdings in the complete system (net of IMF 
transactions) as of October were $839 million--equal to 
nearly three months' imports. 


Peru's Balance of Payments 1979-1982 
(in US $ Million) 


1979 1980 1981 1982 2/ 


a 


Exports, FOB 3,491 3,898 3,255 3,216 
Imports, FOB -1,951 -3,062 -3,803 -3,896 
Trade Balance 1,540 836 - 548 - 680 
Interest Payment - 967 - 834 - 885 - 997 

(Public Sector) (- 484) (- 478)(- 528) (- 666) 

(Private Sector) (- 483) (-— 356)(- 357) (- 331) 
Balance on Current Account 729 62 -1,513 -1,771 
Direct Investment ; 71 27 263 57 
Private Long Term Loans - 32 64 135 144 
Public Long Term Loans 637 369 375 1,122 
Net Basic Balance 1,405 523*.-: 740 - 448 
Change in Official Net 

Reserves 1,460 675 - 504 - 54 


1/ Estimated as of September 1982 by the Central Reserve 
~ Bank 


Source: Central Reserve Bank 





EXTERNAL DEBT 


The Belaunde administration has been a victim of bad 
timing. The change-over in administrations occurred 
just as the terms of international trade began to 
deteriorate for a country dependent upon open, growing 
markets in the industrialized countries to support 

its own economic growth. The decline in export 

prices virtually coincided with the GOP's move away 

from import licenses, high tariffs, and export subsidies 
in the implementation of its free trade policy. 

Exports earnings dropped as imports (virtually prohibited 
under the military) soared. Drops in tax revenues from 
exports and related production cut central government 
revenues, while decreased trade caused state mining 
enterprises to run deficits--both increasing domestic 
and international borrowing requirements. 


Peru's external debt grew by 11.6 percent in the first 
seven months of 1982, to $10.966 billion. The majority 
of new public-sector debt for 1982 went to the state 
companies; total public debt as of July 31, 1982 was 
$6.891 billion (about 36 percent of GDP). A breakdown 

of this debt demonstrates the government's attempts to 
restructure its debt longer term: public debt contracted 
in the first eight months of this year included only $9 
million maturing between one and five years. About a 
third of disbursements in 1982 for the public sector will 
be devoted to general infrastructure projects; another 
third, to investment by the parastatal enterprises; 

and the remainder, for food imports and defense needs. 

In the first seven months of 1982 there was an 80 percent 
increase in short-term debt--completely in commercial 
credits, primarily to the parastatal sector. (Note: 
Since the current IMF arrangement does not limit short- 
term external credit growth by the public sector, it 
became a limited means of financing the public deficit). 


One of the four conditions governing the IMF arrangement 
was a limit for 1982 on foreign public borrowing maturing 
between one and ten years. This--plus the currently 
unsettled environment in commercial lending to Latin 
America as a whole--has forced the GOP to do some honest 
soul-searching on investment priorities, which has already 
yielded cuts in projects already underway and postponements 





UNCLASSIFIED 
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on others--especially major hydroelectric/irrigation 
investments along the coast. Investment decisions over 
the coming years will show preference for low price-tag 
projects with high rates of return in the previously 
neglected Sierra region of the country. The 1982 
Peruvian Congress" approval of a $2.8 billion multiyear 
hydropower package will be implemented slowly and only 
within the new criteria. 


EXTERNAL DEBT 1/ 


(US$ Millions) ke on 


1980 1981 7731782 
Long term debt2/ 8,125 8,381 9,146 


(Public Sector 6,043 6,419 6,891) 
(Central Reserve Bank 710 455 640) 
(Private Sector B34 1,507 1,615) 
Short Term Debt 1,299 1,449 1,820 
(Commercial credits 768 1,160) 
(Bank of the Nation E 530 N/A) 
(Central Reserve Bank 24 26) 
(Others 127 N/A) 


Total External Debt 9,424 9,830 10,966 
Source: Central Reserve Bank 
1/ Not adjusted for exchange rate variations 


2/ "Long-term" debt is defined as that with an 
original maturity of over one year. 
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IMPLICATIONS FOR U.S. BUSINESS 


The forces at work in the Peruvian economy imply the 
need for "holding" strategies by U.S. companies until 
world economic conditions improve. The relative 
openness of the Peruvian economy to world economic 

forces (based on its position as a supplier of primary 
and intermediate goods) quickly translates changes in 
the economic condition of its major clients back to 

Peru, with consequent effects on local demand for goods 
and services and on the ability to pay for them. For 
most of 1982, these changes have been negative. Once the 
economies of the major industrial countries begin to 
improve, the Peruvian economy should quickly follow suit. 


Given the pressing need for major development projects 
in all sectors of the Peruvian economy, growth should 
proceed reasonably well, pushed by public investment, 
although at a reduced rate. The limitations on this 
source of expansion, as described above, are the limits 
on public debt, both internally and externally. However, 
given continuing high population growth, the political 
commitment of a basically free market and a democratic 
government, it may be expected that imports will resume 
strong growth as soon as financial conditions permit. 


Thus, American companies should concentrate on maintaining 
their position in the Peruvian market in the expectation 
that these efforts will be rewarded in the medium term. 
Admittedly, staying in the market place may not be easy. 


The United States has occupied the premier place as the 
supplier of choice in recent years, with a share varying 
between 35 and 40 percent of Peru's total imports. The 
U.S. receives approximately one third of all Peruvian 
exports as well. In 1982 there has been a notable decline 
in the value of U.S. trade with Peru in comparison with 
1981. In the first eight months of 1982, U.S. exports 
to Peru were 778.4 million dollars while in the same 
period of 1981, the figure was 1,040 million dollars-- 

a drop of 25 percent. In 1982 U.S. imports from Peru 

in the same period were 688.3 million dollars compared 
with a 1981 figure of 895.6 million dollars--a drop of 
23 percent. Despite these changes in bilateral trade, 
total Peruvian imports are expected to approach in 1982 
the levels of 1981, as indicated in the table of key 
economic indicators. The implication is that a shift in 
the suppliers is occurring. Whether this shift ‘is 
permanent or transitory depends to a large degree on the 
attitude of U.S. companies and banks. 





The decline in imports from Peru is understandable in 
light of the performance of the U.S. economy. These 

same factors partly account for the decline in U.S. 
exports to Peru. The high U.S. interest rates, by 
attracting inflows of foreign captial, caused significant 
revaluation of the dollar against competitor currencies 
and thereby reduced price competitveness for U.S. 
products. In addition high interest rates have made 

U.S. export financing less attractive. 


At the same time, the competiton from Japan, France, 
Spain, Brazil, Argentina, and Mexico has become much 
stronger. Brazilian and Argentine suppliers have been 
particularly aggressive in offering attractive financing. 
The Embassy is aware of a number of American manufacturing 
firms which have decided to supply the Peruvian market 
from their plants located in these countries, based on 
pricing and financing considerations. 


The level of total Peruvian imports in 1983 may show an 
absolute--albeit small--decline, although higher equipment 
imports related to public sector projects may occur in 

the latter half of 1983. Much will depend on whether 
financing will be available for these projects which 

were postponed in the last quarter of 1982 because of 
financing stringencies. There are reports that specific 
industry sectors overbought around the beginning of 1982, 
and these existing inventories will depress the market 

for additional imports in early 1983. Among the items the 
Embassy knows of where demand is declining are heavy 
construction equipment, trucks, tires and auto parts. 

In addition, the metal fabrication industry (which has 

as its main customer the depressed mining industry) 

is experiencing considerable difficulty. SIDERPERU-- 

the parastatal steel company--is receiving increased 
protection through tariff and preimport licensing measures 
passed this year; these measures, though, may be of little 
use. The tariff was recently raised to protect the 
national fertilizer industry. 


More positive developments within the Peruvian market 
include major expansions in the paper-converting 

industry which will yield a quick increase in imports 

of pulp wood; over the long term, this will stimulate 

the growth of forestry industries with the attendant 
requirements for transportation and milling equipment. 

A growing interest in production of wooden homes in Peru 
complements this potential market. Widespread acceptance 
of wooden homes would not necessarily imply much for 

U.S. suppliers given high tariff protection for lumber, 
but it will stimulate the construction industry to which 
the United States is a competive capital-goods supplier. 





The general industrial law passed in 1982 provides a 
number of incentives for investment in the jungle and 
frontier zones of Peru. These incentives should 
stimulate new investment in agriculture and food 
processing facilities as well as in the forestry 
industry. Complete turn-key packages will be. sought 
in many cases of new food processing establishments. 


MAJOR PROJECTS 


The best bets for continued strong government support 
appear to be the road construction program and low cost 
housing. The Sheque/Mantaro hydroelectric-water supply 
project appears to have been shelved temporarily, and 

the principal priority in the power sector will be 
completion of projects already begun. Recent announcements 
of plans to build a large submarine base north of Lima 

and an electric train for urban transportation in Lima 
might be proven premature. The Hilton Hotel International 
chain hopes to start construction of a $30 million hotel 
in Lima during 1983. Several proposals are under consid- 
eration for.development of the second 3000ehectare section 
of the Majes Irrigation Project, as well as additional 
civil works. A decision should be forth coming by the 

end of the year. 


TRADE PROMOTION 


The U.S. Department of Commerce, through the Embassy, will 
support about five trade missions and a U.S. presence in 

the XIV Feria del Pacifico in 1983. These events are 
opportunities which U.S. companies should seriously consider 
to strengthen their position in the Peruvian market. 
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